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CHAPTER II

THE HISTORY OF THE WAR DEBT OF GREAT BRITAIN1

OUR National Debt has been described appropriately
enough as Dead Weight Debt; for it represents liabili-
ties contracted in a long succession of wars, and against
it there are practically no revenue-producing assets*
Before the Revolution of 1689 there was no National
Debt in the modern sense. The Stuart kings used to
raise small sums by pledging crown jewels, or mortgaging
temporary revenues, or by extracting loans from the
Jews and the goldsmiths* But with the settlement of
1689 ti^ financial control of the House of Commons
was established, and Parliament was ready to pledge
public revenues for the wars against the King of France
and the ejected dynasty which he supported* And it
was the more ready to borrow as an attempt to pay for
the war by taxation might easily have aroused popular
discontent and strengthened the factions which still
favoured the Stuarts* In 1689 the so-called " Bankers'
Debt" constituted the only public liability of import-
ance* It had originated in 1672, and for some years
afterwards interest had been duly paid at the rate of
6 per cent* Before the death of Charles II* payment
was dropped, but the claims of the creditors were
constantly pressed until in the last year of King William's

1 This and the four following chapters are based on a memorandum
which I drew up for the National Monetary Commission of the United
States in the year 1909.